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Ken Dowell

Subject: FW: MI Pension Subtraction

From: john schmittroth <johnschmittroth@gmail.com> 
To: Chuck Raeder <craeder@comcast.net>; Rob Kleinberg <imaattion@aol.com> 
Sent: Mon, Feb 26, 2018 2:36 pm 
Subject: Re: MI Pension Subtraction 

Chuck, Rob - 
 
This passage below seems to clearly say that the spouse's own pension benefits are fully taxable 
(quick grab from Treasury site).  I am always wary of any verbals we get (eg the constant vacillations 
on the SSI-FIP).  If it's not in writing it doesn't exist in my book.  
But there  may be wiggle room since it's not officially in the MI 1040 (and why not, this is NOT 
rare).     
If we process both pensions this year we might mention possibility of taxpayer getting a letter 
(especially since not done that way last year). 
 
John   

Recipients born after 1952: 

All retirement (private and public) and pension benefits are taxable to Michigan, unless one of 
following applies: 

• The older of you or your spouse (if married filing jointly) was born on or after January 1, 
1953 but before January 2, 1956, have reached age 62 and receive Social Security 
exempt retirement benefits due to employment with a governmental agency. You may 
be eligible for a retirement and pension deduction. For more information see Michigan 
Pension Schedule. If you checked either SSA Exempt box 23C or 23F on Schedule 1, 
your eligible deduction is $15,000. If you checked both boxes 23C and 23F your eligible 
deduction is $30,000. 

• You are receiving retirement and pension benefits from a deceased spouse who was 
born prior to January 1, 1953. (Payments made to a surviving spouse are only 
deductible if the employee qualified for the subtraction at the time of death) When 
completing Form 4884, Michigan Pension Schedule, only include the deceased 
spouse’s benefits. 

On Mon, Feb 26, 2018 at 9:41 AM, Chuck Raeder <craeder@comcast.net> wrote: 

This answer is being copied to State Tax Committee Members for Comment and discussion. If we 
can agree on a response/procedure to train, we should put out a bulletin on this type of situation. 
This is going to become more common every year. 
  
Rob, 
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First, I got your follow up note copied below: 
“Thank you. BTW I had called the MI Volunteer Hotline and they said to include the pension of the deceased and 
the taxpayer.” 

Based on that answer from the State, I would submit both pensions. I do not think it is correct, 
but since you have received that information and it benefits the TP, we should submit that 
way. (Documenting communication with a note.) We are supposed to give the benefit of the 
doubt to the TP. 

  
The following answer is based on information from the Michigan Tax Text, Instructions for 
4884 and conversations with State about a similar, but not same tiers, earlier this year. 
  
Facts as I see them: 

• TP is a Tier 3 under 67. 
• Only the Deceased Spouse Pension is subject to Tier 2 Treatment until TP reaches the age of 

67. At that time, Deduction of Deceased Spouse is not available. This is happening now with 
Tier 2 TP that have Tier 1 Deceased Spouses 

• All other Pensions are covered under Tier 3 Rules. 

  
Regarding use of Form 4884: 

• Box on page 17 of the 1040 Instructions has the decision tree to determine what section of 
4884 to complete. 

• Question 1 indicate that if the Benefits are not due to the surviving spouse, the 4884 should 
not be completed for those benefits. 

o The Deceased Spouse TP is the only Benefit that generates a Yes to Question 1 

o All other pension benefits are No to question 1 and should not be entered on a 4884. 
• We should NOT be using Forms 4884 (Re-entering the 1099 R information) when the 

instructions say not to.   
• I realize some Trainers are teaching to enter everything and let the software decide, but that is 

NOT the proper training. 
• Johns answer on what the software is doing is probably correct. A perfect reason to teach the 

correct analysis by the preparer. 
o 1) TS must be generally testing the 4884 against birth years in the federal personal info 

section, and it ignores erroneous 4884s on this basis.  Selecting the "deceased 
spouse" tag turns off this birth year test (necessarily), so that anything on 4884 passes. 

 I emphasized the Box on Page 17 at my instructor workshops this year. It did not filter down to the 
counselor level in many sites. That decision tree is explicit and relatively easy to use. Applying each 
1099-R to that tree will generate the proper handling of the benefit. 
  
The wording in Section C must cover every circumstance. It should not be taken in isolation and 
extrapolated as more than an explanation for that line item for APPLICABLE benefits. 
  
I hope that helps Rob. Your comments are welcome. I WISH you would consider joining the State 
Tax Committee… PLEASE! 
  
Chuck Raeder 

  



3

From: Rob [mailto:imaattion@aol.com]  
Sent: Thursday, February 22, 2018 5:17 PM 
To: craeder@comcast.net 
Cc: johnschmittroth@gmail.com; mrokowski@comcast.net 
Subject: MI Pension Subtraction 
  
Chuck, 
 
Called earlier to get clarification on how to do pension subtraction for a single taxpayer born 1955 with a pension from 
deceased spouse born 1948. 
 
Should the subtraction be just the deceased spouse's pension or the deceased plus taxpayer's pension, in either case 
limited to a max of $20K? 
 
We think the MI 1040 says only subtract the deceased spouse's pension--there are two examples, page 16, example 2 
"A single flier who receives retirement benefits as the surviving spouse of a decedent born in 1952 (Tier 2) would be able 
to subtract up to $20,000 in qualified retirement benefits received from the deceased spouse" 
 
and page 23 Scenario 9, which goes through a similar example involving a deceased spouse born prior to 1944 which 
says in step 2 that the pension of a Tier 3 taxpayer should not be entered on form 4884. 
 
The above seems to pretty clearly answer the question, so why are we asking? 
 
First, when we entered the data into taxslayer including putting all the pensions on Form 4884, it calculated the pension 
subtraction including the pension from the taxpayer born in 1955. Normally if we erroneously complete Form 4884, 
taxslayer ignored the irrelevant data on Form 4884. 
 
Second, the 1040 instructions direct you to enter the pension data on Form 4884 Section C, this is the only circumstance 
for going to Section C. Section C says in part "Enter total retirement and pension benefits, including benefits received 
from a deceased spouse who died prior to 2017 (maximum if single $20,000 or $40,000 if filing jointly)." If Section C 
meant for you to only enter the deceased pension, why would it say total including benefits from a deceased spouse? 
 
We would appreciate your help in resolving this, we have the taxpayer coming back in a week.  
 
Rob Kleinberg 

 


